
COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

P 

In the Matter of: 

APPLICATION FOR APPROVAL OF 
INTERLOCAL AGREEMENTS AND 
FOR AUTHORITY TO AUTHORIZING 
THE EXECUTION OF A NOTE 
FOR THIS PROJECT 

CASE NO. 2014- 

* * * * * * * * * * * * * * * * * * * * * 

Comes now West Carroll Water District, and requests the Public Service Commission 

of Kentucky ("PSC") to approve the Intergovernmental Agreements between the City of Carrollton, 

Carrollton Utilities, and the West Carroll Water District, in conjunction with a regional project to 

be funded by the Kentucky Infrastructure Authority ("KIA"), and for authority to incur indebtedness 

for its proportionate share of construction costs required for this project not to exceed $76,302.00, 

and states as follows: 

1. APPLICANT: The applicant is the West Carroll Water District, Post Office 

Box 45, Carrollton, Kentucky 41008 ("WCWD"). WCWD seeks approval of an Intergovernmental 

Agreement ("Agreement") between The City of Carrollton, Kentucky, a city of the fourth class, 

("City") and the WCWD. The WCWD was organized pursuant to KRS Chapter 74, and the 

documentation relating to the organization of the WCWD has been previously furnished to the PSC 

in this case. The City, by and through its municipally-owned utility system, Carrollton Utilities 

("CU"), currently operates and maintains WCWD's distribution system, and sells it between fifty-

five (55) and sixty-five (65) million gallons of treated water each year. 

2. INTERESTED PARTIES: The project for which WCWD seeks approval 



is a joint project between the City, by and through CU, the Carroll County Water District #1 

("CCWD#1) and the West Carroll Water District ("WCWD"). The City and CU are represented by 

the Honorable G. Edward James, P.O. Box 373, Carrollton, Kentucky 41008, and CCWD is 

represented by Obe Cox, its Manager, P.O. Box 350, Ghent, Kentucky 41045. The Honorable Ruth 

H. Baxter, P.O. Box 353, Carrollton, Kentucky 41008, serves as counsel for both WCWD and 

CCWD#l. 

3. 	PROPOSED PROJECT: The City/CU, WCWD and CCWD submitted a 

regional project proposal for the improvement of their respective water systems to the Kentucky 

Infrastructure Authority ("KIA") under the terms of the Safe Drinking Water Act Amendments of 

1996 which authorizes KIA to render financial assistance to eligible project applicants by way of 

capitalization grants from the U.S. Environmental Protection Agency and state match funds 

comprising the federally Assisted Drinking Water Revolving Fund ("State Revolving Fund 

Program"). This project represents a regional solution to Carroll County's source water, water 

treatment and distribution needs affecting over 5,650 customers in Carroll, Gallatin, Henry and 

Trimble counties. Drinking water treatment facilities improvements will be designed by Dave 

Eberenz with Heritage Engineering, 642 S. Fourth Street, Suite 100, Louisville, Kentucky 40202, 

Phone No. (502) 562-1412, and the project divided into multiple construction contracts with each 

entity determining the nature and scope of the project as it affects their respective water system 

operations. 

It is anticipated that the City will advertise for bids for the project on or about March 

1, 2014, and accept bids through March 21, 2014. The actual award of bids would be on or about 

April 1, 2014, with construction commencing thirty (30) days after bids are awarded. 
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To finance the project, the City shall apply for and obtain KIA funding on a twenty 

(20) year amortization at the rate of 0.75% interest with twenty-five percent (25%) principal 

forgiveness. The proposed budget for the project is $1,538,817.00 which includes construction, 

engineering, inspection, geotechnical engineering for wells and contingency. Funding for the project 

will be allocated among the multiple construction contracts in accordance with actual expenses 

incurred for the construction on each contract pro rata, with a similar percentage assigned to each 

entity for the cost of engineering services which cost is also being allocated amongst the participants 

in a pro rata basis. 

WCWD will construct a booster pump station and 1,700 LF of water line to tie 

discrete sections of its system together. WCWD's portion of the project is estimated not to exceed 

$76,302.00. 

KIA has issued a Conditional Commitment Letter (F 13-007), dated May 2, 2013, a 

copy of which is attached hereto filed as Exhibit 1, to the City which outlines the conditions for the 

project. The Office of the Attorney General for the Commonwealth of Kentucky ("OAG") has 

approved the Intergovernmental Agreement between the City and WCWD. A copy of said 

Agreement as approved by the OAG is attached hereto filed as Exhibit 2. 

4. 	BASIS FOR REQUEST: To participate in this project, WCWD seeks 

approval from the PSC of the Intergovernmental Agreement between the City and WCWD as it 

considers this project in the best interest of its existing users, as well as its potential users in the 

future, and for the overall enhancement and delivery of clean drinking water in the region served by 

these three (3) utilities. 

WCWD submits that a Certificate of Convenience and Necessity ("CON") will not 
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be required for this project as it involves no 'new construction' and will result in no new users, but 

will simply tie existing lines and enhance serve with the installation of the booster station. The 

proposed construction will not compete with any existing water utility as all construction is to 

WCWD's existing system, and within its territorial boundaries. 

The City is responsible for obtaining all necessary permits for these projects, and 

Dave Eberenz with Heritage Engineering, 642 S. Fourth Street, Suite 100, Louisville, Kentucky 

40202, Phone No. (502) 562-1412, will prepare any and all engineering plans, specifications and 

reports for this regional project. WCWD agrees to supplement this Application upon the request of 

the PSC with information regarding bidding on the project; the award of bids and the commencement 

of construction. 

5. 	FINANCING OF THE PROJECT: By Intergovernmental Agreement 

attached hereto as Exhibit 3, the City has applied for and will be responsible to receive KIA funding 

on a twenty (20) year amortization at the rate of 0.75% interest with a twenty- five percent (25%) 

principal forgiveness in an amount estimated at $1,538,817.00. Funding is being allocated between 

multiple construction contracts in accordance with actual expenses incurred for each contract pro 

rata. A similar percentage will be assigned to each entity for the cost of the engineering services 

which costs is also to be divided between them pro rata. The WCWD pro rata share is estimated to 

be $76,302.00. In the event bids for the project exceed this sum, WCWD is allowed to reduce the 

scope of the project to achieve a pro rata share that is acceptable to WCWD. WCWD will pay to the 

City a semi-annual payment for the period equal to the years of debt incurred by the City to cover 

its proportionate share of the final debt service for its portion of the project with said payments to 

begin on the same year as City is required to pay the debt following completion of construction. 
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WCWD will not be seeking a rate increase for its portion of the project, but will 

utilize more efficient operations and continued aggressive reduction of water loss to cover any 

additional costs. The projected financials, taking into consideration the twenty-five percent (25%) 

principal forgiveness and the 0.75% interest rate, make it favorable for WCWD to finance its 

respective portion of the debt over the twenty (20) year period. WCWD will sign an unsecured 

promissory note to the City for payment of its proportionate share of the funding and expenses. No 

collateral is being required to secure payment of the note by the City. 

In support of this Application, there is attached hereto as additional exhibits the 

following: 

A. Financial exhibit as required by Section 13 of 807 KAR 5:001, Section 17 (f) (a) 

as Exhibit 4; 

B. Map of the proposed site location for the construction of the booster pump 

together with the location of the line to be added as Exhibit 5. 

WHEREFORE, the West Carroll Water District respectfully requests that the 

Kentucky Public Service Commission approve the Intergovernmental Agreement by and between 

The City of Carrollton, Carrollton Utilities, and the WCWD, and to authorize it to incur debt for its 

proportionate share of the project as stated herein. 

CRAWFORD & BAXTER, P.S.C. 
ATTORNEYS AT LAW 
523 Highland Avenue 
P.O. Box 353 
Carrollton, Kentucky 41008 
Phone: (502) 732-6688 
Fax: (502) 732-6920 
Email: cbjruthbaxter  
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BY: 	 ete 

Attorneys for West Carroll Water District 

WEST CARROLL WATER DISTRICT 
Post Office Box 54 
Carrollton, Kentucky 41008 
(502) 732-1216 (Direct Line) 
(502) 732-7055 (Main Line) 
(502) 732-7058 (Fax) 

Vickie Edwards, Chairperson 

VERIFICATION 

I, Vickie Edwards, Chairperson of the West Carroll Water District, state that the 

statements contained in this Application are true to the best of my information and belief. 

Vickie Ed ards, Chairperson 

STATE OF KENTUCKY) 

COUNTY OF CARROLL) 

Subscribed and sworn to before me by Vickie Edwards, Chairperson of the West 

Carroll Water District, on this the 	 day of January, 2014. 

My commission expires: 

    

    

      

tary Public, Kentucky State at Large 
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KENTUCKY INFRASTRUCTURE AUTHORITY 
1024 Capital Center Drive, Suite 340 

Frankfort, Kentucky 40601 
Phone (502) 573-0260 

Fax (502) 573-0157 
htt p://k  i a. ky. gov 

John E. Covington III 
Executive Director 

The Honorable Gene McMurry, Mayor 
City of Carrollton 
P.O. Box 269 
Carrollton, KY 41008 

Steven L. Beshear 
Governor 

May 2, 2013 

KENTUCKY INFRASTRUCTURE AUTHORITY 
FEDERALLY ASSISTED DRINKING WATER REVOLVING LOAN FUND 

CONDITIONAL COMMITMENT LETTER (F13-007) 

Dear Mayor McMurry: 

The Kentucky Infrastructure Authority ("the Authority") commends your efforts to 
improve public service facilities in your community. On May 2, 2013, the Authority 
approved your loan for the Carroll County Interconnect Project subject to the conditions 
stated below. The total cost of the project shall not exceed $1,538,817 of which the 
Authority loan shall provide $1,538,817 of the funding. The final loan amount will be 
equal to the Authority's portion of estimated project cost applied to the actual project 
cost. Attachment A incorporated herein by reference fully describes the project. 

An Assistance Agreement will be executed between the Authority and the City of 
Carrollton upon satisfactory performance of the conditions set forth in this letter. A 
period of twelve months from the date of this letter (5/6/2014) will be allowed for you to 
meet the conditions set forth in this letter and enter into an Assistance Agreement. A 
one-time extension of up to six months may be granted for applicants that experience 
extenuating circumstances. Funds will be available for disbursement only after 
execution of the Assistance Agreement. 

The Assistance Agreement and this commitment shall be subject, but not limited to, the 
following terms: 

1. 	The Authority project loan shall not exceed $1,538,817. 

EXHIBIT 

KentuckyUnbridledSpirit.cOm 	
UNBRIDLED SPIRIT 

	 An Equal Opportunity Employer M/F/D 



Mayor McMurry 
May 6, 2013 
Page 2 

2. The loan shall contain principal forgiveness in the amount of 25%. Actual 
amortized loan and forgiveness amounts will be based on actual project 
costs drawn from the Authority. 

3. The loan shall bear interest at the rate of 0.75% per annum commencing 
with the first draw of funds. 

4. The loan shall be repaid over a period not to exceed 30 years from the 
date the loan is closed. 

5. Interest shall be payable on the unforgiven amount of actual funds 
received. The first payment shall be due on June 1 or December 1 
immediately succeeding the date of the initial draw of funds, provided that 
if such June 1 or December 1 shall be less than three months since the 
date of the initial draw of funds, then the first interest payment date shall 
be the June 1 or December 1 which is at least six months from the date of 
the initial draw of funds. Interest payments will be due each six months 
thereafter until the loan is repaid. 

6. Full principal payments will commence on the appropriate June 1 or 
December 1 within twelve months from initiation of operation. Full 
payments will be due each six months thereafter until the loan is repaid. 

7. A loan servicing fee of 0.25% of the annual outstanding loan balance shall 
be payable to the Authority as a part of each interest payment. 

8. Loan funds will be disbursed after execution of the Assistance Agreement 
as project costs are incurred. 

9. The Authority loan funds must be expended within six months of the 
official date of initiation of operation. 

10. Fund "F" loan funds are considered to be federal funds. OMB Circular A- 
133, "Audits of States, Local Governments and Non-Profit Organizations, 
requires that all recipients and subrecipients expending $500,000 or 
more in a year in federal awards must have a single or program-
specific audit conducted for that year in accordance with the Circular. 
If the federal amount expended plus all other federal funds expended 
exceeds the threshold, you are required to arrange for. an A-133 audit to 
be performed by an independent, licensed CPA, or in special cases, the 
Auditor of Public Accounts of the Commonwealth of Kentucky. The 
Authority requires an annual audit to be performed for the life of the loan. 



Mayor McMurry 
May 6, 2013 
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The following is a list of the standard conditions to be satisfied prior to execution of the 
Assistance Agreement or incorporated in the Assistance Agreement. Any required 
documentation must be submitted to the party designated. 

1. The Authority to Award (bid) package must be submitted to the Division of 
Water for approval within 14 days of bid opening. 

2. The Assistance Agreement must be executed within six (6) months from 
bid opening. 

3. The Borrower must agree to expend all Authority loan funds within six 
months of the date of initiation of operation. 

4. Documentation of final funding commitments from all parties other than 
the Authority as reflected in the credit analysis shall be provided prior to 
preparation of the Assistance Agreement and disbursement of the loan 
monies. 	Rejections of any anticipated project funding shall be 
immediately reported and may cause this loan to be subject to further 
consideration. 

5. The loan must undergo review by the Capital Projects and Bond Oversight 
Committee of the Kentucky Legislature prior to the state's execution of the 
Assistance Agreement. The committee meets monthly on the third 
Tuesday. At this time we know of no further submission required for their 
review; however, they may request information as needed. 

6. Any required adjustment in utility service rates shall be adopted by 
ordinance, municipal order or resolution by the appropriate governing 
body of the Borrower. Public hearings as required by law shall be held 
prior to the adoption of the service rate ordinance, order, or resolution. 
Any required approvals by the Kentucky Public Service Commission shall 
be obtained. 

7 	All easements or purchases of land shall be completed prior to 
commencement of construction. Certification of all land or easement 
acquisitions shall be provided to the Division of Water. 

8. 	The Borrower must complete and return to the Authority the attached 
"Authorization For Electronic Deposit of Vendor Payment" Form. 



Mayor McMurry 
May 6, 2013 
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9. The Authority to Award Package documentation shall be submitted to and 
approved by DOW. 

10. An environmental review shall be conducted by the Division of Water for 
all construction projects receiving DWSRF funds, within the term of this 
binding commitment and prior to project bid. 

11. Technical plans and specifications and a complete DWSRF specifications 
checklist shall be approved by the Division of Water prior to project bid. 

12. A clear site certificate shall be obtained and DOW representatives shall be 
notified for attendance of the pre-construction conference. 

13. Project changes or additions shall require a complete environmental and 
change order review before they can be included in the DWSRF loan 
project. 

The following is a list of additional conditions to be satisfied prior to execution of the 
Assistance Agreement or incorporated in the Assistance Agreement. Any required 
documentation must be submitted to the party designated. 

1. The Borrower shall require all contractors to pay wages pursuant to 
applicable prevailing wage rates (federal or state) for all work relating to 
the subject Project. The Borrower shall, if applicable, comply with all 
Davis Bacon related monitoring and reporting. 

2. The project shall comply with the reporting requirements of the 
Transparency Act, and shall complete the attached Transparency Act 
Reporting Information Form and provide to the Authority no later than 30 
days after the KIA Board approval date of your loan. 

3. If the project has a "Green Reserve" component, the Borrower must 
submit a Business Case, if required. 

Any special conditions listed below and/or stated in Attachment A must be resolved. 

Please inform the Authority of any changes in your financing plan as soon as possible. 
We wish you every success for this project which will benefit both your community and 
the Commonwealth as a whole. 



Mayor McMurry 
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Sincerely, 

fi e, 
Sandy Williams 
Financial Analyst 

AfitlY 1  C 	3 2I3 
MA044701111Z 
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Attachments 

cc: 	Chas Robbins, Carrollton Utilities 
Terry Roach, RE., Carrollton Utilities 
Division of Water 
Dirk Bedarff, Peck, Shaffer & Williams LLP 
State Local Debt Office, DLG 
Borrower File - City of Carrollton - F13-007 

Please sign and return a copy of this letter indicating your acceptance of this 
commitment and its terms. Also attach the completed "Authorization For Electronic 
Deposit of Vendor Payment" Form. 

Accepted 
	

Date 



RECEIVED JAN 1 6 2014 

COMMONWEALTH OF KENTUCKY 

OFFICE OF THE ATTORNEY GENERAL 

JACK CONWAY 

ATTORNEY GENERAL 

CAPITOL BUILDING, SUITE I I 8 

700 CAPITAL AVENUE 

FRANKFORT, KENTUCKY 4060 I 

(502) 696-5300 

FAX: (502) 564-2894 

January 14, 2014 

G. Edward James, Esq., P.S.C. 
James & Wells, P.S.C. 
P.O. Box 373 
Carrollton, Kentucky 41008-0373 

Re: Intergovernmental Agreements between the City of Carrollton and the West Carroll 
Water District; and between the City of Carrollton and the Carroll County Water District 
both for a regional project for the improvement of their respective public water systems. 

Dear Ed: 

This office has reviewed both of the above-referenced Agreements and determined, 
pursuant to KRS 65.260 (2), that both Agreements are in the proper form and compatible 
with the laws of the Commonwealth. We wish the parties every success in implementing 
the project for improving the water systems for the citizens of Carrollton and Carroll 
County. 

Sincerely, 

JACK CONWAY 
ATT EY GENERAL 

Ryan alloran 
Assistant Attorney General 

EXHIBIT 
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INTERGOVERNMENTAL AGREEMENT BETWEEN 
THE CITY OF CARROLLTON, KENTUCKY, 

A CITY OF THE FOURTH CLASS, 
AND THE WEST CARROLL WATER DISTRICT  

INTERCONNECT PROJECT 

WHEREAS, the City of Carrollton, Kentucky, by and through Carrollton 

Utilities ("CU"), is a public utility that provides water to customers in Carroll County, Kentucky; 

and, 

WHEREAS, the West Carroll Water District is organized under the provisions of 

KRS Chapter 74, as a provider of water to customers within its service territory in Carroll, 

Trimble and Henry Counties. 

WHEREAS, for the benefit of customers served by the City of Carrollton, the 

West Carroll Water District ("WCWD") and the Carroll County Water District ("CCWD"), these 

public water systems are undertaking projects for the improvements to their respective water 

systems which are warranted; and, 

WHEREAS, the City of Carrollton, Kentucky, WCWD and CCWD are 

submitting a regional project for the improvement of their respective water systems to the 

Kentucky Infrastructure Authority (KIA) (hereinafter "project") that is eligible for the most 

favorable KIA terms; 

NOW THEREFORE, it is hereby agreed between the City of Carrollton, 

Kentucky, hereinafter referred to as "City", and the WCWD as follows: 

1. The City and WCWD shall proceed to apply for the regional project with 

funding through KIA, and shall cooperate to provide all information required for said 

application; 

2. The construction of the project shall likely be divided into multiple contracts 

EXHIBIT 
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with the City, the WCWD and the CCWD each determining the nature and scope of the project 

as it affects their respective water system operations. Engineering for the project shall be 

handled by one engineering firm to be selected jointly by the City, WCWD, and the CCWD. 

3. To finance the project, the City shall be responsible to apply for and receive 

the KIA funding on a twenty (20) year amortization at the rate of 0.75% interest with twenty-five 

percent (25%) principal forgiveness in an amount estimated at $1,538,817 including 

construction, engineering, inspection, geotechnical engineering for wells and contingency. 

Funding obtained by the City shall be utilized to fund the project, with the funding being 

allocated between multiple construction contracts in accordance with actual expenses incurred 

for construction on each contract pro rata, with a similar percentage assigned to each entity for 

the cost of engineering services which cost is also to being divided between them pro rata. The 

pro rata share of each public water system is estimated as follows: 

City $ 1,237,830 

WCWD $ 76,302 

CCWD $ 224,685 

The above amount shall not be exceeded without approval of the affected system. If bids for the 

project result in a pro rata in excess of the amount stated above, the affected public water system 

may reduce the scope of project to achieve a pro rata share that is acceptable to the affected 

public water system. Nothing shall restrict the public water system from utilizing other funding 

sources to meet shortfall in KIA funding or to reduce the KIA pro rata share. 

4. WCWD will pay to the City a semi-annual payment for a period equal to the 

years of the debt incurred by the City to cover its proportionate share of the final debt service for 

its portion of the project with said payments to begin on the same year as the City is required to 



begin paying the debt following construction of the project. CU shall provide WCWD a notice 

of payment due semiannually 30 days prior to due date. 

5. WCWD will retain sole authority to identify the nature and scope of its portion 

of the project, and shall be allowed to reject any contract proposals, and/or resubmit the project 

for bid and/or restructure the project as it sees fit. 

6. The City will retain sole authority to identify the nature and scope of its 

portion of the project, and shall be allowed to reject any contract proposals, and/or resubmit the 

project for bid and/or restructure the project as it sees fit. 

7. Both parties acknowledge that in the event either party withdraws from the 

project, then it understands that KIA may withdraw its funding of the project; 

8. This Intergovernmental Agreement is subject to the review and approval of 

the Kentucky Public Service Commission, and its approval of the project and debt service 

obligation to the city, and if required by PSC a certificate of convenience and necessity to go 

forward with the project. 

9. The City and WCWD agree to sign such documents as may be required to 

effectuate the terms and conditions of this Agreement. 

10. In the event that funding from KIA is not received on the rates and terms set 

forth herein, then this Agreement will be rendered null and void. 

11. The parties hereto will not own any property jointly and no provision need be 

made for disposition of property upon termination hereof. 

12. The term of this agreement is twenty years or until the WCWD portion of the 

indebtedness is paid in full, whichever is sooner. WCWD may pay CU their portion of the debt 

in full at any time without any penalties. 



MAYOR 
CITY OF CARROLLTON, KENTUCKY 

Secretary 
Approve• by the Office of Attorney General 

By: 

Date: 

DONE THIS THE 
	

DAY OF  /1( 	2013. 

ATTEST: 

WEST CARROLL WATER DISTRICT 

BY: 

CHAIRPER N 

Approved by the Kentucky Public Service Commission 

By: 	  

Date: 



RESOLUTION # R2013-06 

WHEREAS, the City of Carrollton proposes to provide upgraded drinking water service to the industrial, 

institutional, commercial, residential customers of Carrollton Utilities, and 

WHEREAS, Carroll County Water District and West Carroll Water District and Carrollton Utilities have created a 

project profile for a regional water system improvements, and 

WHEREAS, City of Carrollton, Carroll County Water District and West Carroll Water District will incur debt to 

construct the water system improvements, and 

WHEREAS, City of Carrollton shall be the recipient of the load and responsible for the debt service, and 

WHEREAS, the City of Carrollton, Carroll County Water District and West Carroll Water District shall enter into an 

agreement whereby Carroll County Water District and West Carroll Water District will reimburse the City of Carrollton 

for the debt service associated with the improvements associated with each water district, and 

WHEREAS, the City of Carrollton endorses said proposed service, and 

WHEREAS, under the terms of the Safe Drinking Water Act Amendments of 1996 (Public Law 104-182) and 

amendments to KRS 224A, the State is authorized to render financial assistance to eligible project applicants by way of 

capitalizations grants from the U.S. Environmental Protection Agency and State match funds comprising the Federally 

Assisted Drinking Water Revolving Fund (Sate Revolving Loan Program). The program is established to aid in the 

construction of drinking water treatment facilities improvements and certain related facilities with consideration for 

approval to be based on applications submitted through the Kentucky Energy and Environment Cabinet and the 

Kentucky Infrastructure Authority and, 

WHEREAS, the improvements proposed for construction by the City of Carrollton, within the Carroll County area 

is considered eligible for such loan assistance. 

NOW THEREFORE, BE IT RESOLVED by the City of Carrollton that the General Manager of Carrollton Utilities and 

Successors-in-Title are hereby authorized to execute and submit an application through the Kentucky Energy and 

Environment Cabinet and the Kentucky Infrastructure Authority with such assurances and required supporting data as is 

necessary to obtain loan assistance from the Federally Assisted Drinking Water Revolving Fund (State Revolving Loan 

Program) for the proposed water treatment facilities improvements, and are hereby authorized as City of Carrollton's 

Official Project Representative to carry out necessary negotiations for and administer the loan assistance the applicant 

may obtain from the Federally Assisted Drinking Water Revolving Fund (State Revolving Loan Program). 

Adopted this 22'd   day of April, 2013. 

Gene McMurry, Mayor 

Attest: 

Leatha Grimes, City Clerk-Treasurer 



MINUTES 
WEST CARROLL WATER BOARD MEETING 

MARCH 21, 2013 

PRESENT: 
WEST CARROLL BOARD:  
VICKIE EDWARDS 
KAREN LOVINS 
JAMES LUCAS 
DAN REISNER 
DAVID PIRTLE, ARRIVED @ 6:15 

CARROLLTON UTILITIES:  
BILL OSBORNE 
JAMIE TILLEY 
ANGELA BAKER 

CALL TO ORDER 
THE MEETING WAS CALLED TO ORDER AT 6:00 P.M. 

READING OF MINUTES  
MOTION WAS MADE BY MR. REISNER AND SECONDED BY MRS. LOVINS TO APPROVE THE 
MINUTES OF THE MEETING OF FEBRUARY 21, 2013. 

VOTE: 	4 AYES 	0 NAYS 

COMMISSIONER'S REPORT 
NONE 

MAINTENANCE REPORT  
SERVICE ORDERS FROM 2/22/13 TO 3/20/13 

NEW SERVICES 

LEAK REPAIRS 
3622 HWY 36 W - MAIN - DIG IN - 4' 4" PVC, 2-4" SLIP COUPLINGS, 1 MAN HR, 15,000 LOSS 

METER CHANGES 	 1 
TURN OFF 	 10 
TURN ON 	 8 
READ OUTS 	 6 
LINE LOCATES 	 2 
RE-READS 	 16 
NON PAY TURN OFFS 	13 
IS METER ON 
TEMPORARY TURN OFF DUE TO LEAK IN CUSTOMER LINES 

ROUTINE MAINTENANCE 

CUSTOMER COMPLAINTS 

PRESSURE PROBLEMS 

March 21, 2013 



SPECIAL INFORMATION 
533 CARLISLE ROAD — WATER GUSHING OUT OF GROUND — IT IS GROUND WATER 

MASTER METERS READ 02/22/13 03/01/13 03/08/13 03/18/13 

MAINTENANCE REPORT CONTINUED:  
Mr. Tilley reported on the following maintenance issues since the last meeting: 

• Several leaks found and repaired during the month amounting to an estimated 272,000 gallon water loss 
® Contractor completed laying new main on Highway 36 
• State contractor hit 4" main on Highway 36 resulting in a Boil Water Advisory for 7 customers 
® Meter reading took about 8 days this month 
® Utilizing valves on Mound Hill, and Highways 36 & 42 to try to identify leaks in the system 
® Performed more night monitoring and found three leaks in the area of Mound Hill, Highway 42, and 

Highway 36 
• Jeff Lee, with Kentucky Rural Water Association, is scheduled to bring sound equipment to help locate 

leaks on Friday, March 22nd 
o More valves and monitoring meters are needed to aid in leak detection in the areas of Mound Hill, Highway 

42, and Calendar Road 

MOTION WAS MADE BY MR. REISNER AND SECONDED BY MR. LUCAS TO APPROVE THE 
PURCHASE OF FOUR NEW VALVES AND MONITORING METERS TO AID IN LEAK DETECTION AT AN 
ESTIMATED COST OF $4,100.00. 

VOTE: 	5 AYES 	0 NAYS 

GENERAL MANAGER'S REPORT  
Mr. Osborne informed the Board that out of 20 working days this past month, eight days were spent reading meters. 
The District has advertised for bids for outsourcing the meter reading to free up the service guys' time. The bids are 
due Friday, March 22nd  and will be reported on at the next scheduled Board meeting. 

Mr. Osborne informed the Board that the District had been denied the Capacity Development Grants that were going 
to be used to purchase equipment to aid in leak detection. 

Mr. Osborne informed the Board that the 2014 Project has been placed on the Priority List but no word on if it will 
be selected or not. 

Underserved Project Update 
Contractors are almost complete to meet the deadline for the tree cutting. 

The District is looking to advertise for bids for the Underserved Project in late April with a deadline to award on 
June 8. We are still in need of the Public Service Commission Certificate of Need as well as a few easements. 

Inter-Connect Project Update 
A proposed Intergovernmental Agreement between the City of Carrollton and the West Carroll Water District has 
been drafted for the project involving a new pump station to connect with the Milton water system. West Carroll 
Water District's portion is for $76,302 and involves a "20 year amortization at the rate of 0.75% interest with 25% 
principal forgiveness." 

March 21, 2013 



INTERGOVERNMENTAL AGREEMENT  
MOTION WAS MADE BY MR. LUCAS AND SECONDED BY MR. PIRTLE TO AUTHORIZE VICKIE 
EDWARDS TO SIGN THE INTERGOVERNMENTAL AGREEMENT WHEN CORRECTIONS HAVE BEEN 
MADE. 

VOTE: 	5 AYES 	0 NAYS 

FINANCIAL REPORT 
MOTION WAS MADE BY MR. REISNER AND SECONDED BY MR. LUCAS TO APPROVE THE CHECKS 
AS WRITTEN. 

VOTE: 	5 AYES 	0 NAYS 

ADJOURNMENT  
MOTION WAS MADE BY MR. REISNER AND SECONDED BY MR. PIRTLE TO ADJOURN AT 6:39 P.M. 

VOTE: 
	

5 AYES 
	

0 NAYS 

VICKIE EDWARDS 
	

DAVID PIRTLE 
CHAIR 
	

SECRETARY 

March 21, 2013 



FINANCIAL EXHIBIT  

I, Jerilyn Zapp, a certified public accountant with Raisor, Zapp & Woods, P.S.C., 

513 Highland Avenue, P.O. Box 354, Carrollton, Kentucky 41008, prepared the West Carroll Water 

District Basic Financial Statements, Supplementary Information and Independent Auditor's Report 

at December 31, 2012 ("Financial Statements"), and can provide the following information in 

accordance with 807 KAR 5:0001, Section 12. Financial Exhibit, the following information is being 

provided the Commission in accordance with subsection (b); 

1. Attached to this Exhibit is a true and correct copy of the most recent annual 

report on file with the Commission. I am familiar with the current state of the finances of the 

WCWD, and there have been no material changes that have occurred since the end of that twelve 

(12) month period of December 31, 2012; 

2. There is no stock that is authorized, issued and/or outstanding; 

3. There is no preferred stock, cumulative or participating, or dividends or assets 

or otherwise; 

4. The WCWD property is not subject to any mortgages; 

5. The outstanding debt is listed in the attached report at Note 8 on page 14 

through 16. All bond payments have been made since the attached financial statement as they were 

due and owing; 

6. There is no other indebtedness owed by the WCWD other than the long term 

debt evidenced by bonds as indicated on Note 8; and, 

7. The attached Statements provide an income statement and balance sheet for 

the WCWD for the period indicated. 

EXHIBIT 



Further the affiant sayeth not, this the  ij  day of February, 2014. 

STATE OF KENTUCKY ) 

COUNTY OF CARROLL ) 

Subscribed and sworn to before me by Jerilyn Zapp, this the  1 	day of February, 

2014. 

My commission expires: 

Notary Pubic, Kentucky Su to At Large 
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RAISOR, ZAPP & WOODS, P.S.C. 
Certified Public Accountants 

	
513 HIGHLAND AVENUE 
P.O. BOX 354 
CARROLLTON, KENTUCKY 41008 
(502) 732-6655 	FAX (502) 732-6161 

To the Commissioners of the 
West Carroll Water District 

Carrollton, Kentucky 41008 

INDEPENDENT AUDITOR'S REPORT 

Report on the Financial Statements 

We have audited the accompanying financial statements of West Carroll Water District as of and for the years 
ended December 31, 2012 and 2011, and the related notes to the financial statements, which collectively 
comprise the West Carroll Water District's basic financial statements as listed in the table of contents. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in accordance 
with accounting principles generally accepted in the United States of America; this includes the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial 
statements that are free from material misstatement, whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our 
audit in accordance with auditing standards generally accepted in the United States of America and the 
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller 
General of the United States. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of 
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity's preparation and fair presentation of 
the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for 
the purpose of expressing an opinion on the effectiveness of the entity's internal control. Accordingly, we 
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and 
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion. 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of the West Carroll Water District, as of December 31, 2012 and 2011, and the respective changes in 
financial position and cash flows thereof for the years then ended in accordance with accounting principles 
generally accepted in the United States of America. 
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Commissioners of the 
West Carroll Water District 
Page Two 

Other Matters 

Accounting principles generally accepted in the United States of America require that the management's 
discussion and analysis on pages 3 through 5 be presented to supplement the basic financial statements. Such 
information, although not a part of the basic financial statements, is required by the Governmental Accounting 
Standards Board who considers it to be an essential part of financial reporting for placing the basic financial 
statements in an appropriate operational, economic, or historical context. We have applied certain limited 
procedures to the required supplementary information in accordance with auditing standards generally accepted 
in the United States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management's responses to our inquiries, the 
basic financial statements, and other knowledge we obtained during our audit of the basic financial statements. 
We do not express an opinion or provide any assurance on the information because the limited procedures do 
not provide us with sufficient evidence to express an opinion or provide any assurance. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated March 27, 2013, on our 
consideration of the West Carroll Water District's internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The 
purpose of that report is to describe the scope of our testing of internal control over financial reporting and 
compliance and the results of that testing, and not to provide an opinion on internal control over financial 
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government 
Auditing Standards in considering West Carroll Water District's internal control over financial reporting and 
compliance. 

—Wa-oci, Ps 

RAISOR, ZAPP & WOODS, PSC 
Certified Public Accountants 
Carrollton, Kentucky 

March 27, 2013 

Ralsor, Zapp & Woods, P.S.C. 
CERTIFIED PUBLIC ACCOUNTANTS 
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WEST CARROLL WATER DISTRICT 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

December 31, 2012 

Our discussion and analysis of the West Carroll Water District's financial performance provides an overview of the 
District's financial activities for the year ended December 31, 2012. Please read it in conjunction with the District's 
financial statements, which begin on page 6. 

REQUIRED FINANCIAL STATEMENTS 

The financial statements of the District report information about the District's use of accounting methods which are similar 
to those used by private sector companies. These statements offer short and long-term financial information about its 
activities. 

The balance sheet includes all of the District's assets and liabilities and provides information about the nature and 
amounts of investments in resources (assets) and obligations to District creditors (liabilities). It also provides the basis for 
evaluating the capital of the District and assessing its liquidity and financial flexibility. 

All of the current year's revenues and expenses are accounted for in the statement of revenues, expenses, and changes 
in net assets. This statement measures the success of the District's operations over the past year and can be used to 
determine whether the District has successfully recovered all its costs through its water rates and other fees. 

The final required financial statement is its statement of cash flows. The primary purpose of this statement is to provide 
information about the District's cash receipts and cash payments during the reported period. The statement reports cash 
receipts, cash payments, and net changes in cash resulting from operations, investing, and financing activities, and the 
change in cash during the reporting period. 

The notes to the financial statements provide required disclosures and other information that are essential to a full 
understanding of material data provided in the statements. The notes present information about the District's accounting 
policies, significant account balances and activities, material risks, obligations, commitments, contingencies and 
subsequent events, if any. 

FINANCIAL HIGHLIGHTS  

The following are key financial highlights: 

• Total assets at year-end were $2,649,981 and exceeded liabilities in the amount of $812,492 by $1,837,489 
(i.e. net assets). Of the total net position, $220,923 was unrestricted and available to support short-term 
operations. Total net position increased from year end 2011 to 2012 in the amount of $9,309. 

• Operating revenues increased approximately 2.5% during the year due to an increase for non-recurring 
charges approved by Public Service Commission that were effective April 1, 2012 and an increase in water 
charges of 1.6% due to increased customer usage due to drought conditions. 

• Total operating expenses decreased by $88,829, due primarily to a decrease in the amount recorded for 
depreciation expense based on a recommendation from PSC to raise the useful lives of fixed assets. 

• The District was in compliance with all debt covenants. 

Balance Sheet, Statement of Net Position 

Utility Plant decreased by $67,201 in 2012 reflecting decreases associated with depreciation expense, reflecting an 
increase in useful lives as recommended by PSC. (See diagram below.) Current assets increased $37,852 representing 
an increase in cash and accounts receivable. Other non-current assets increased $6,156 representing an increase in 
restricted cash. 

Condensed Assets 
2012 2011 Difference 

Utility Plant $ 	2,213,263 $ 2,280,464 $ 	(67,201) 
Current Assets 254,693 216,841 37,852 
Other Non-Current Assets 182,025 175,869 6,156 
Total Net Assets $ 	2,649,981 $ 	2,673,174 $ 	(23,193) 
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WEST CARROLL WATER DISTRICT 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

December 31, 2012 

At the end of December 31, 2012, the District had $2,213,263 invested in capital assets (net of depreciation) including 
buildings, equipment, and water lines. (See table below.) 

2012 2011 

Land & Land Rights $ 	18,754 $ 	16,754 

Organizational Fees 3,261 3,707 

Distribution System 2,188,593 2,257,002 

Machinery & Equipment 2,655 3,001 

Totals $ 	2,213,263 $ 	2,280,464 

There were no major transactions for the District regarding fixed assets for 2012, but some additional meters and services 
were installed for customers and a joint project with Carrollton Utilities is being planned for construction in 2013. This 
project will include the construction of a booster station at the bottom of Kings Ridge Road, replacement of aging 
infrastructure, i.e. main distribution lines on Gilgal Road, and other short main line extensions to unserved customers. 
Construction will be underway in 2013 and fully complete in 2014. 

Liability amounts presented in the Statement of Net Position are presented as current (payable within one year) and non-
current as of December 31, 2012. Decreases in long-term debt are from principal repayments. 

Condensed Liabilities 

2012 2011 Difference 

Noncurrent Liabilities $ 	725,975 $ 	762,225 $ 	(36,250) 
Current Liabilities 86,517 82,769 3,748 
Total Liabilities $ 	812,492 $ 	844,994 $ 	(32,502) 

Net Position 

At December 31, 2012, net position increased $9,309 due to the District's loss before contributions of $2,345 offset by 
tap-on fees and other capital contributions of $11,654 and resulting from a decrease in depreciation expense due to a 
recommendation from PSC to increase the useful lives of fixed assets. 

2012 2011 Difference 

Net Investment in Capital Assets $ 	1,470,337 $ 	1,503,806 $ 	(33,469) 
Restricted for Debt Service 146,229 138,743 7,486 
Unrestricted 220,923 185,631 35,292 

Total Net Position $ 	1,837,489 $ 	1,828,180 $ 	9,309 

Income Statement 

Water charges increased approximately 1.6% for 2012 due to normal usage increase due to drought conditions. A 
decrease in depreciation expense contributed to the overall decrease in operating expenses and increase in operating 
income. The increase in non-operating income (expense) is attributable to decreased investment income. 
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WEST CARROLL 
MANAGEMENT'S DISCUSSION 

December 

Condensed Statement of Revenues and Expenses 

WATER DISTRICT 
AND ANALYSIS 

31, 2012 

2012 	2011 Difference 

Operating Revenues $ 	497,934 $ 	485,823 $ 	12,111 
Operating Expenses 467,036 555,865 88,829 
Net Operating Revenue $ 	30,898 $ 	(70,042) $ 	100,940 
Non-Operating Income (Expense) (33,243) (33,222) (21) 
Net Income (Loss) Before Contributions $ 	(2,345) $ 	(103,264) $ 	100,919 
Capital Contributions 11,654 15,065 (3,411) 
Net Income (Loss) $ 	9,309 $ 	(88,199) $ 	97,508 
Net Position Beginning of Year 1,828,180 1,916,379 (88,199) 
Net Position End of Year $ 	1,837,489 $ 	1,828,180 $ 	9,309 

Statement of Cash Flows 

Cash from Operating Activities increased in 2012 due to an increase in receipts from customers. Other receipt payments 
also increased due to increased receipts for service charges and reconnect fees. An increase in cash from Investing 
Activities reflects interest earnings on deposits and an investment redeemed for use in a future project. 

Condensed Statement of Cash Flows 

2012 	2011 Difference 

Cash from Operating Activities (Net) $ 	102,542 $ 	93,933 $ 	8,609 
Cash from Capital & Related Financing Activities (70,308) (58,064) (12,244) 
Cash from Investing Activities 20,287 1,430 18,857 
Change in Cash $ 	52,521 $ 	37,299 $ 	15,222 
Cash Balance, Beginning of Year 297,857 260,558 37,299 
Cash Balance, End of Year $ 	350,378 $ 	297,857 $ 	52,521 

NOTES PAYABLE AND LONG-TERM DEBT 

All bond payments have been paid timely. The District does not have any short term debts at this time. 

2012 	 2011 	 Difference 

Long Term Debt $ 751,500 $ 785,500 	 $ (34,000) 

   

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT 

This financial report is designed to provide our customers and creditors with a general overview of the District's finances 
and to show the District's accountability for the money it receives. If you have questions about this report or need 
additional financial information, contact the District's office at 225 Sixth Street, Carrollton, KY 41008. 

Vickie Edwards 	 Chastity Robbins 
Chairperson 	 Director of Finance 

Page 5 



WEST CARROLL WATER DISTRICT 
STATEMENT OF NET POSITION 

December 31, 2012 and 2011 

ASSETS 

ICurrent Assets: 

2012 2011 

Cash, Including Time Deposits $ 	186,990 $ 	160,214 
Accounts Receivable (Net) 54,494 48,853 
Inventory 
Prepaid Expense 

9,765 
3,444 

4,302 
3,472 

Total Current Assets $ 	254,693 $ 	216,841 

Noncurrent Assets: 
Restricted Assets: 

Cash, Including Time Deposits $ 	173,388 $ 	166,898 
Interest Receivable 

Bond Issuance Costs (Net) 
63 

8,574 
129 

8,842 
Capital Assets (Net) 2,213,263 2,280,464 

Total Noncurrent Assets $2,395,288 $2,456,333 

ITotal Assets $2,649,981 $2,673,174 

LIABILITIES 

ICurrent Liabilities: 
Accounts Payable $ 	31,153 $ 	28,715 
Utility Tax Payable 2,357 2,238 
Sales Tax Payable 238 235 
Current Liabilities Payable from Restricted Assets: 

Accrued Interest Payable - Customer Deposits 22 22 
Accrued Interest Payable - Long-Term Debt 16,747 17,559 
Revenue Bonds Payable 36,000 34,000 

Total Current Liabilities $ 	86,517 $ 	82,769 

Noncurrent Liabilities: 
Revenue Bonds Payable $ 	715,500 $ 	751,500 
Noncurrent Liabilities Payable from Restricted Assets: 

Customer Deposits Payable 10,475 10,725 
Total Noncurrent Liabilities $ 	725,975 $ 	762,225 

Total Liabilities $ 	812,492 $ 	844,994 

NET POSITION 

Net Investment in Capital Assets $1,470,337 $1,503,806 
Restricted for Debt Service 146,229 138,743 
Unrestricted 220,923 185,631 

Total Net Position $1,837,489 $1,828,180 

See accompanying notes to the basic financial statements. 
	 Page 6 



WEST CARROLL WATER DISTRICT 
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET POSITION 

For the Years Ended December 31, 2012 and 2011 

Operating Revenues: 

Charges for Services: 

2012 2011 

Water Charges (Net of Estimated Bad Debts) $ 	474,985 $ 	467,313 
Total Charges for Services $ 	474,985 $ 	467,313 

Other Charges and Miscellaneous: 
Service Charges $ 	13,156 $ 	14,937 
Reconnect and Disconnect Charges 7,117 3,573 
Miscellaneous 2,676 

Total Other Charges and Miscellaneous $ 	22,949 $ 	18,510 

Total Operating Revenues $ 	497,934 $ 	485,823 

Operating Expenses: 
Commissioner Fees $ 	9,000 $ 	9,000 
Contractual Service - Sampling 1,717 6,468 
Insurance 7,400 7,485 
Maintenance Agreement 194,048 188,591 
Maintenance of Distribution System 15,994 27,406 
Office Supplies and Administrative Expense 2,497 2,799 
Other Interest Expense 22 22 
Payroll Taxes 688 689 
Professional Services 6,409 5,360 
Purchased Water 132,958 134,211 
Regulatory Fees 859 700 
Telephone 1,167 2,371 
Utilities - Pumping 13,868 12,512 
Depreciation Expense 80,409 158,251 

Total Operating Expenses $ 	467,036 $ 	555,865 

Operating Income (Loss) $ 	30,898 $ 	(70,042) 

Nonoperating Revenue (Expense): 
Investment Income $ 	966 $ 	1,512 
Interest Expense (33,495) (35,116) 
Amortization Expense (714) (714) 
Gain (Loss) on Sale of Fixed Assets - 1,096 

Total Nonoperating Revenues (Expense) $ 	(33,243) $ 	(33,222) 

Income (Loss) Before Contributions $ 	(2,345) $ (103,264) 
Capital Contributions 11,654 15,065 

Change in Net Position $ 	9,309 $ 	(88,199) 

Net Position--Beginning of Year 1,828,180 1,916,379 

Net Position--End of Year $1,837,489 $1,828,180 

See accompanying notes to the basic financial statements. 	 Page 7 



WEST CARROLL WATER DISTRICT 
STATEMENT OF CASH FLOWS 

For the Years Ended December 31, 2012 and 2011 

CASH FLOWS FROM OPERATING ACTIVITIES 

2012 2011 

Receipts from Customers $ 	492,165 $ 	493,807 
Payments to Suppliers (151,948) (163,859) 
Other Receipts (Payments) (237,675) (236,015) 

Net Cash Provided (Used) by Operating Activities $ 	102,542 $ 	93,933 

CASH FLOWS FROM CAPITAL AND 
RELATED FINANCING ACTIVITIES 

Capital Contributions $ 	11,654 $ 	15,065 
Purchases of Capital Assets (13,654) (6,343) 
Principal Paid on Capital Debt (34,000) (32,000) 
Interest Paid on Capital Debt (34,308) (35,882) 
Proceeds from Sale of Capital Assets 1,096 

Net Cash Provided (Used) by Capital and 
Related Financing Activities $ 	(70,308) $ 	(58,064) 

CASH FLOWS FROM INVESTING ACTIVITIES 
Investments Redeemed $ 	19,255 (46) 
Interest on Investments 1,032 1,476 

Net Cash Provided (Used) by Investing Activities $ 	20,287 $ 	1,430 

Net Increase (Decrease) in Cash and Cash Equivalents $ 	52,521 $ 	37,299 

Balances-Beginning of the Year 297,857 260,558 

Balances-End of the Year $ 	350,378 $ 	297,857 

Balances 
Per December 31, 2012 

Statement of 
Net Position 

Balances 
Per December 31, 2012 

Statement of 
Cash Flows 

Cash 186,990 186,990 
Restricted Cash 163,388 163,388 
Restricted Time Deposits 10,000 

Total Cash and Cash 
Equivalents, End of Year 360,378 350,378 

Balances 
	

Balances 
Per December 31, 2011 

	
Per December 31, 2011 

Statement of 
	

Statement of 
Net Position 
	

Cash Flows 
Cash 160,214 160,214 
Restricted Cash 137,643 137,643 
Restricted Time Deposits 29,255 

Total Cash and Cash 
Equivalents, End of Year 327,112 297,857 

See accompanying notes to the basic financial statements. 	 Page 8 



WEST CARROLL WATER DISTRICT 
STATEMENT OF CASH FLOWS 

For the Years Ended December 31, 2012 and 2011 

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH 
PROVIDED (USED) BY OPERATING ACTIVITIES 

2012 2011 

Operating Income (Loss) $ 	30,898 $ (70,042) 
Adjustments to Reconcile Operating Income to Net Cash 

Provided (Used) by Operating Activities: 
Cash Flows Reported in Other Categories: 

Depreciation Expense 80,409 158,251 

Change in Assets and Liabilities: 
Receivables, Net (5,641) 8,574 
Inventories (5,463) (85) 
Prepaid Expenses 28 13 
Accounts and Other Payables 2,439 (2,170) 
Accrued Expenses 122 (308) 
Customer Meter Deposits Escrow Payable (250) (300) 

Net Cash Provided by Operating Activities $ 102,542 $ 	93,933 

SCHEDULE OF NONCASH INVESTING, CAPITAL, AND FINANCING ACTIVITIES 

There were no outstanding capital expenditures at December 31, 2012 or 2011. 

I 

See accompanying notes to the basic financial statements. 	 Page 9 



WEST CARROLL WATER DISTRICT 
NOTES TO BASIC FINANCIAL STATEMENTS 

December 31, 2012 and 2011 

NOTE 1 — DESCRIPTION OF ENTITY AND SIGNIFICANT ACCOUNTING POLICIES 

The West Carroll Water District is a rural water company serving approximately 1000 customers in Carroll, 
Trimble and Henry Counties, Kentucky, and is regulated by the Public Service Commission of the Commonwealth 
of Kentucky. The water company was formed under the laws of the above-mentioned counties through their 
Fiscal Courts and began operations in July, 1960. 

In evaluating how to define West Carroll Water District for financial reporting purposes, management has 
considered all potential component units. The decision to include a potential component unit in the reporting 
entity was made by applying the criteria set forth in GAAP. The basic -- but not the only -- criterion for including 
a potential component unit within the reporting entity is the governing body's ability to exercise oversight 
responsibility. 	The most significant manifestation of this ability is financial interdependency. 	Other 
manifestations of the ability to exercise oversight responsibility include, but are not limited to, the selection of 
governing authority, the designation of management, the ability to significantly influence operations and 
accountability for fiscal matters. The other criterion used to evaluate potential component units for inclusion or 
exclusion from the reporting entity is the existence of special financing relationships, regardless of whether the 
District is able to exercise oversight responsibilities. Based upon the application of these criteria, the District 
has no component units. 

A summary of the District's significant accounting policies follows: 

Basis of presentation and accounting: As stated in Kentucky Revised Statutes (KRS) 278.015, "any water district 
shall be a public utility and shall be subject to the jurisdiction of the Public Service Commission." In KRS 
278.220, it is outlined that the Public Service Commission may establish a system of accounts to be kept by the 
utilities subject to its jurisdiction, and may prescribe the manner in which such accounts shall be kept. The 
financial statements of the District are prepared in accordance with generally accepted accounting principles 
(GAAP). The District applies all relevant Governmental Accounting Standards Board (GASB) pronouncements. 

All activities of the District are accounted for within a single proprietary (enterprise) fund. Proprietary funds are 
used to account for operations that are (a) financed and operated in a manner similar to private business 
enterprises where the intent of the governing body is that the cost (expenses, including depreciation) of 
providing goods or services to the general public on a continuing basis be financed or recovered primarily 
through user charges; or (b) where the governing body has decided that periodic determination of revenues 
earned, expenses incurred, and/or net income is appropriate for capital maintenance, public policy, management 
control, accountability, or other purposes. 

Proprietary funds utilize the accrual basis of accounting. Under the accrual basis of accounting, revenues are 
recognized when earned and expenses are recorded when the liability is incurred or economic asset used. 

The accounting and financial reporting treatment applied to the District is determined by its measurement focus. 
The transactions of the District are accounted for on a flow of economic resources measurement focus. The 
accounting objectives of this measurement focus are the determination of operating income, changes in net 
position (or cost recovery), financial position, and cash flows. With this measurement focus, all assets and all 
liabilities associated with the operations are included on the statement of net position. Net  position (i.e., total 
assets net of total liabilities) is segregated into net investment in capital assets, restricted; and unrestricted 
components. 

Revenues and expenses: Operating revenues and expenses consist of those revenues and expenses that result 
from the ongoing principal operations of the District. Operating revenues consist primarily of charges for 
services. Non-operating revenues and expenses consist of those revenues and expenses that are related to 
financing and investing types of activities and result from nonexchange transactions or ancillary activities. 

The District adheres to the use restrictions established by Bond Agreements when expenses are incurred for 
which both restricted and unrestricted net position is available. The District has no policy defining which 
resources (restricted or unrestricted) to use first. 
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WEST CARROLL WATER DISTRICT 
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED) 

December 31, 2012 and 2011 

NOTE 1 — DESCRIPTION OF ENTITY AND SIGNIFICANT ACCOUNTING POLICIES (Continued)  

Property and equipment: Property and equipment purchased or constructed is stated at cost. Interest related to 
costs, and major improvements, renewals and replacements is capitalized as a cost of the project. Costs 
associated with hook-up fees are capitalized as meters, installations, and services. Depreciation is computed on 
the straight-line basis over the estimated useful lives of the related assets. The range of estimated useful lives 
by type of asset is as follows: 

- Distribution System 	 10-50 years 
- Wells 	 25 years 
- Machinery & Equipment 	 5-20 years 

As part of the rate increase study performed by the Public Service Commission (PSC) it was recommended to the 
District that the lives of distribution system assets be extended to reflect recommendations made by the PSC 
during, its review. Depreciation Expense has been calculated using straight line depreciation as applied to the 
assets' historical costs over the revised asset lives. 

Inventory: Inventories are stated at latest cost. 

Income Taxes: The West Carroll Water District is not subject to income taxes. 

Bond Issuance Costs: Such costs are amortized over the life of the respective bond issue using the straight line 
method. 

Contributed capital: Under the Governmental Accounting Standards Board's (GASB) Statement No. 33, 
Accounting and Financial Reporting for Nonexchange Transactions, the District recognizes capital contributions 
as revenues in the statement of revenues, expenses and changes in fund net assets. FEMA Funds of $8,722 were 
received in the year ended December 31, 2011. No grant funds were received in the year ended December 31, 
2012. Tap-on fees of $11,654 and $6,343 were received by the District for the years ended December 31, 2012 and 
2011. 

Net position: The District adopted Statement of Governmental Standards (GASB Statement) No. 63, Financial 
Reporting of Deferred Outflows of Resources, Deferred Inflow of Resources, and Net Position, which requires the 
District to report net position and changes the title of the Statement of Net Assets to the Statement of Net 
Position (effective for periods beginning after December 15, 2011). Net position comprises the various net 
earnings from operating and non-operating revenues, expenses and contributions of capital. Net  position is 
classified in the following three components: net investment in capital assets; restricted; and unrestricted net 
position. Net  investment in capital assets consists of all capital assets, net of accumulated depreciation and 
reduced by outstanding debt that is attributable to the acquisition, construction and improvement of those 
assets; debt related to unspent proceeds or other restricted cash and investments is excluded from the 
determination. Restricted net position consists of net position for which constraints are placed thereon by 
external parties, such as lenders, grantors, contributors, laws, regulations and enabling legislation, including 
self-imposed legal mandates. Unrestricted net position consists of all other net position not included in the 
above categories. 

Estimates: The preparation of financial statements requires management to make estimates and assumptions 
that affect the reported amounts of assets and liabilities, and disclosure of contingent assets and liabilities at the 
date of the financial statements, and the reported amounts of revenues and expenses during the reporting 
period. Actual results could differ from those estimates. 

Statement of Cash Flows: For the purpose of the Statement of Cash Flows, West Carroll Water District considers 
all highly liquid investments (including restricted assets) with a maturity of three months or less when purchased 
to be cash equivalents. 

NOTE 2 — DEBT RESTRICTIONS AND COVENANTS  

The Bond and Interest Sinking Account was established with the original RECD bond issue, and is to be 
continued to be maintained as long as any of the 1975, 1981, 1994 or 2005 issues are outstanding. Under the 
bond resolution which established this account, it was provided that a minimum balance be maintained in this 
account as security to the bondholders. In order to attain the minimum balance, a monthly transfer must be 
made as follows: 

Page 11 



WEST CARROLL WATER DISTRICT 
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED) 

December 31, 2012 and 2011 

NOTE 2 — DEBT RESTRICTIONS AND COVENANTS (Continued)  

one sixth (1/6) of the next semiannual interest payment 
one twelfth (1/12) of next annual principal payment 
monthly transfer 

Transfers sufficient to meet the total obligation outstanding on all issues were made timely during the years 
ended December 31, 2012 and 2011. 

Under the bond resolution of the original 1975 bonds, a Depreciation Account was to be established to provide 
funds for extraordinary repairs and extensions to the system, and to make up any deficiency in the Bond and 
Interest Sinking Fund Account. Under the provisions of the 2005 Bond Resolution, it was determined that the 
monthly transfer required to be made to the Depreciation Account would be a minimum of $435 each month until 
a balance of $73,200 (increased from $52,200) is accumulated. When the required balance of $73,200 is attained, 
the monthly transfers may be discontinued, but are subject to resumption if the depreciation account is depleted 
below the required balance. The Depreciation Account is to be maintained as long as any of the bonds are 
outstanding. 

Sufficient funds were transferred during the years ended December 31, 2012 and 2011. 

NOTE 3 — CASH AND INVESTMENTS  

KRS 66.480 authorizes the District to invest in obligations of the United States and its agencies and 
instrumentalities including repurchase agreements, through sources including national and state banks 
chartered in Kentucky, obligations and contracts for future delivery backed by the full faith of the United States 
or its Agency, certificates of deposit and interest bearing accounts in institutions insured by the Federal 
Depository Insurance Corporation and other investments described therein provided that approved securities are 
pledged to secure those funds on deposit in an amount equal to the amount of those funds. The District may 
also invest in mutual funds meeting the requirements of the statute. 

West Carroll Water District's policies regarding deposits of cash are discussed above. The table presented 
below is designed to disclose the level of custody credit risk assumed by the District based upon how its 
deposits were insured or secured with collateral at December 31, 2012 and 2011. The categories of credit risk are 
defined as follows: 

Category 1 — Insured by FDIC Insurance or collateralized with a depository surety bond 
by the District (public trust) or by its agent in its name. 

Category 2 — Uninsured but collateralized with securities held by the pledging financial 
department or agent in the District's name. 

Category 3 — Uninsured and uncollateralized; or collateralized with securities held 
financial institution, or by its trust department or agent but not in the Di 
collateralized with no written or approved collateral agreement. 

or securities held 

institution's trust 

by the pledging 
strict's name; or 

December 31, 2012 

Type of Deposits  
Time/Savings Deposits 

Total Deposits 

Total Bank 
Balance  

$ 360,301  
$ 360,301 

Custody Credit Risk Category 
1 	 2 	 3 

$ 360,301  
$ 360,301 

 

Total Carrying 
Value  

$ 	360,328  
$ 	360,328  

 

 

December 31, 2011  

Total Bank 
	

Custody Credit Risk Category 
	

Total Carrying 
Type of Deposits 
	

Balance 
	

1 
	

2 	 3 
	

Value  
Time/Savings Deposits 
	

$ 325,756 
	

$ 325,756 
	

$ 	327,062  
Total Deposits 
	

$ 325,756 
	

$ 325,756 
	

$ 	327,062  
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WEST CARROLL WATER DISTRICT 
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED) 

December 31, 2012 and 2011 

NOTE 3 — CASH AND INVESTMENTS (Continued) 

Reconciliation to Statement of Net Position: 
December 31, 2012 December 31, 2011 

Unrestricted Cash, Including Time Deposits 186,990 160,214 
Restricted Cash, Including Time Deposits 173,388 166,898 
Less Cash on Hand (50) (50) 

360,328 327,062 

NOTE 4 — RESTRICTED ASSETS 

Restricted cash and investments consist of the following: 
December 31, 2012 December 31, 2011 

Bond and Interest Sinking Account 55,559 54,363 
Depreciation Account 107,354 101,810 
Customer Deposits 10,475 10,725 

Total 173,388 166,898 

Restricted receivables consist of the following: 

Interest Receivable 
Total 

December 31, 2012 

63 	$ 
63  

December 31, 2011 

129 
129 

NOTE 5 — CUSTOMER ACCOUNTS RECEIVABLE  

Customer Accounts Receivable has been netted with an Allowance for Bad Debts of $6,203 and $7,801 at 
December 31, 2012 and 2011, respectively. The amount provided for bad debts represents the portion of the total 
amounts for which collection is unlikely, based on historical collection data. 

NOTE 6 — CAPITAL ASSETS  

Capital asset activity for the years ended December 31, 2012 and 2011, was as follows: 

Balance at 

January 1, 2012 Additions Disposals 

Balance at 

December 31, 2012 

Land & Land Rights 16,754 2,000 $ $ 18,754 

Organizational Fees 17,854 17,854 

Distribution System 4,421,382 11,654 4,433,036 

Machinery & Equipment 12,482 12,482 

Totals at Historical Cost 4,468,472 $ 	13,654 $ 4,482,126 

Less: Accumulated Depreciation 

Organizational Fees (14,147) $ 	(446) (14,593) 

Distribution System (2,164,380) (80,063) (2,244,443) 

Machinery & Equipment (9,481) (346) (9,827) 

Total Accumulated Depreciation (2,188,008) (80,855) (2,268,863) 

Capital Assets, Net 2,280,464 (67,201) $ 2,213,263 
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WEST CARROLL WATER DISTRICT 
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED) 

December 31, 2012 and 2011 

NOTE 6 — CAPITAL ASSETS (Continued) 

Land & Land Rights 

Organizational Fees 

Balance at 

January 1, 2011 Additions Disposals 

Balance at 

December 31, 2011 

$ 16,754 

17,854 

$ 

- 

$ $ 16,754 

17,854 

Distribution System 4,415,039 6,343 4,421,382 

Machinery & Equipment 12,482 - 12,482 

Totals at Historical Cost $ 4,462,129 $ 	6,343 $ $ 4,468,472 

Less: Accumulated Depreciation 

Organizational Fees $ (13,701) $ 	(446) $ $ (14,147) 

Distribution System (2,006,736) (157,644) (2,164,380) 

Machinery & Equipment (8,874) (607) (9,481) 

Total Accumulated Depreciation $ (2,029,311) $ 	(158,697) $ (2,188,008) 

Capital Assets, Net 2,432,818 $ 	(152,354) 2,280,464 

Included under the District's Plant Assets were $90,751 and $85,632 of fully depreciated assets, at December 31, 
2012 and 2011, respectively. Land and land rights and construction in process are capital assets not being 
depreciated. 

Amortization expense on organizational fees and depreciation expense aggregated $80,855 and $158,697 in 2012 
and 2011, respectively. 

NOTE 7 — CUSTOMER DEPOSITS/ESCROW 

Customer deposits are collected upon installation of water service. This amount is to be refunded to the 
customer upon discontinuation of service (after the customer's bill has been paid in full). Records were 
maintained which detailed the accrued interest on each customer's deposit based on a one-quarter (.25) of a 
percent annual rate for the years ended December 31, 2012 and 2011. Accrued interest is paid when the deposit 
is refunded or credited to the customer's account annually. At December 31, 2012, and 2011, accrued interest on 
customer deposits was $22 and $22, respectively. 

NOTE 8 — LONG-TERM DEBT 

As of December 31, 2012 and 2011, the long-term debt payable consisted of the following: 

Bonds Payable: 

December 31, 2012 	December 31, 2011  
RECD Revenue Bonds of 1975 Series A, original issue 
amount of $343,000, secured by water revenues. Interest 
is charged at the rate of 5.0% per annum. 	Final maturity 
is January 1, 2015. 59,000 76,000 

RECD Revenue Bonds of 1981 Series B, original issue 
amount of $114,000, secured by water revenues. Interest 
is charged at the rate of 5.0% per annum. 	Final maturity 
is January 1, 2021. 48,500 52,500 

RECD Revenue Bonds of 1994, original issue amount of 
$395,000, secured by water revenues. Interest is charged 
at the rate of 4.5% per annum. Final maturity is January 
1, 2033. 300,000 308,000 
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WEST CARROLL WATER DISTRICT 
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED) 

December 31, 2012 and 2011 

NOTE 8 - LONG-TERM DEBT (Continued) 

RECD Revenue Bonds of 2005, original issue amount of 
$369,000, secured by water revenues. Interest is charged 
at the rate of 4.25% per annum. Final maturity is January 
1, 2044. 

Total Bonds Payable 

Current Portion 
Noncurrent Portion 

Total Bonds Payable 

December 31, 2012 December 31, 2011 

344,000 349,000 

751,500 785,500 

$ 36,000 $ 34,000 
715,500 751,500 

$ 751,500 $ 785,500 

Changes in Long-term Debt 

The following is a summary of changes in long-term debt for the years ended December 31, 2012 and 2011. 

December 31, 2012  

Balance at 	 Balance at 	Current 

January 1, 2012 	Additions 	Retirements 	December 31, 2012 	Portion  

Bonds Payable 	 $ 	785,500 	$ 	- 	$ 	(34,000) 	$ 	 751,500 	$ 	36,000 

December 31, 2011  

Balance at 	 Balance at 	Current 

January 1, 2011 	Additions 	Retirements 	December 31, 2011 	Portion 

Bonds Payable 817,500 $ 	- $ (32,000) $ 	(785,500) $ 34,000 

The annual requirements for all bonds payable outstanding at December 31, 2012 are as follows: 

Principal Due January 1 Principal Interest Total 
2013 $ 	36,000 $ 	31,775 $ 	67,775 
2014 38,500 29,933 68,433 
2015 40,000 28,015 68,015 
2016 21,000 27,060 48,060 
2017 21,500 26,080 47,580 
2018-2022 116,500 114,410 230,910 
2023-2027 118,000 88,805 206,805 
2028-2032 151,000 58,635 209,635 
2033-2037 88,000 31,705 119,705 
2038-2042 83,000 15,428 98,428 
2043-2044 38,000 808 38,808 

$ 751,500 $ 452,654 $ 	1,204,154 
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WEST CARROLL WATER DISTRICT 
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED) 

December 31, 2012 and 2011 

NOTE 8 - LONG-TERM DEBT (Continued) 

The annual requirements for all bonds payable outstanding at December 31, 2011 are as follows: 

Principal Due January 1 Principal Interest Total 
2012 $ 	34,000 $ 	33,495 $ 	67,495 
2013 36,000 31,775 67,775 
2014 38,500 29,933 68,433 
2015 40,000 28,015 68,015 
2016 21,000 27,060 48,060 
2017-2021 118,000 119,690 237,690 
2022-2026 112,500 94,010 206,510 
2027-2031 143,000 65,295 208,295 
2032-2036 106,500 35,498 141,998 
2037-2041 80,000 18,955 98,955 
2042-2044 56,000 2,423 58,423 

$ 785,500 $ 486,149 $ 1,271,649 

NOTE 9 - INTEREST EXPENSE 

Interest expense incurred for the years ended December 31, 2012 and 2011 was $33,517 and $35,138, 
respectively. No interest was capitalized in 2012 or 2011. 

NOTE 10 - FUND EQUITY-RESTRICTED NET POSITION 

December 31, 2012 December 31, 2011 
Restricted for Debt Service: 

RECD Revenue Bonds of 1975, 1981, 1994, and 2005 
Cash 162,913 156,173 
Add: Accrued Interest Receivable 63 129 
Less: Accrued Interest Payable (16,747) (17,559) 

Total Restricted for Debt Service 146,229 138,743 

NOTE 11 - BAD DEBT EXPENSE 

Water revenue charges have been netted with an estimated bad debt expense of $3,198 and $4,176 at December 
31, 2012 and 2011, respectively. 

NOTE 12 - INSURANCE AND RELATED ACTIVITIES 

The District is exposed to various forms of loss of assets associated with the risks of fire, personal liability, theft, 
vehicular accidents, errors and omissions, fiduciary responsibility, etc. Each of these risks is covered through 
the contributions, premiums and assessments to the Kentucky Association of All Lines Fund (KALF). 

NOTE 13 - ECONOMIC DEPENDENCY 

The Water District purchases 100% of the water it sells from the following entities: Carrollton Utilities, the Henry 
County Water District, the Trimble County Water District, and the City of Milton Water and Sewer Utility. 
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WEST CARROLL WATER DISTRICT 
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED) 

December 31, 2012 and 2011 

NOTE 14 — OPERATION AND MAINTENANCE CONTRACT 

Effective April 1, 1998, the District entered into an agreement with Carrollton Utilities under which Carrollton 
Utilities agreed to provide the operation and maintenance of the District's facilities, customer billing services, 
accounting functions, and related services. Effective July 1, 2012 and 2011, the annual fee for these services was 
$200,402 and $194,565, respectively. 

NOTE 15 — CONTINGENCIES 

The District incurred $9,200 in maintenance costs to repair lines damaged in area flooding during the year ended 
December 31, 2010. A claim was submitted to FEMA for funding assistance. The District received $8,722 on this 
claim during the year ended December 31, 2011. 

The District and Carrollton Utilities have been conditionally approved for financing through the Kentucky 
Infrastructure Authority of a county wide improvement project. Under the project West Carroll Water District will 
construct a booster station at the bottom of Kings Ridge Road and replace distribution lines on Gilgal Road 
along with other line extensions. The total cost of the project shall not exceed $1,850,270, which will be financed 
by a federally financed 1% loan. The loan shall contain principal forgiveness in the amount of 35%. West Carroll 
Water District's share of the project is estimated at $868,097. Strand Associates have been chosen to provide 
engineering services for the project. 
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RAISOR, ZAPP & WOODS, P.S.C. 
Certified Public Accountants 	 513 HIGHLAND AVENUE 

P.O. BOX 354 
CARROLLTON, KENTUCKY 41008 
(502) 732-6655 	FAX (502) 732-6161 

To the Commissioners of the 
West Carroll Water District 

Carrollton, KY 41008 

REPORT ON INTERNAL CONTROL OVER FINANCIAL 
REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED 
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

INDEPENDENT AUDITOR'S REPORT 

We have audited, in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of West Carroll Water 
District as of and for the year ended December 31, 2012, and the related notes to the financial 
statements, which collectively comprise West Carroll Water District's basic financial statements, and 
have issued our report thereon dated March 27, 2013. 

INTERNAL CONTROL OVER FINANCIAL REPORTING 

In planning and performing our audit of the financial statements, we considered West Carroll Water 
District's internal control over financial reporting (internal control) to determine the audit procedures 
that are appropriate in the circumstances for the purpose of expressing our opinion on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of West Carroll 
Water District's internal control. Accordingly, we do not express an opinion on the effectiveness of 
West Carroll Water District's internal control. 

Our consideration of internal control was for the limited purpose described in the preceding 
paragraph and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies and therefore, material weaknesses or significant 
deficiencies may exist that were not identified. However, as described in the accompanying 
schedule of findings and responses, we identified certain deficiencies in internal control that we 
consider to be material weaknesses. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, 
or detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a 
combination of deficiencies, in internal control such that there is a reasonable possibility that a 
material misstatement of the entity's financial statements will not be prevented, or detected and 
corrected on a timely basis. We consider the deficiency described in the accompanying schedule of 
findings and responses to be a material weakness (Item 12-1). 
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Commissioners of the 
West Carroll Water District 
Page Two 

COMPLIANCE AND OTHER MATTERS 

As part of obtaining reasonable assurance about whether West Carroll Water District's financial 
statements are free from material misstatement, we performed tests of its compliance with certain 
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could 
have a direct and material effect on the determination of financial statement amounts. However, 
providing an opinion on compliance with those provisions was not an objective of our audit, and 
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of 
noncompliance or other matters that are required to be reported under Government Auditing 
Standards. 

WEST CARROLL WATER DISTRICT'S RESPONSE TO FINDINGS 

West Carroll Water District's response to the findings identified in our audit are described in the 
accompanying schedule of findings and responses. West Carroll Water District's response was not 
subjected to the auditing procedures applied in the audit of the financial statements and, 
accordingly, we express no opinion on it. 

PURPOSE OF THIS REPORT 

The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the 
entity's internal control or on compliance. This report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the entity's internal control and 
compliance. Accordingly, this communication is not suitable for any other purpose. 

Ps c_ 
RAISOR, ZAPP, & WOODS P.S.0 
Certified Public Accountants 
Carrollton, Kentucky 

March 27, 2013 

Raiser, Zapp & Woods, P.S.C. 
CERTIFIED PUBLIC ACCOUNTANTS 
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WEST CARROLL WATER DISTRICT 
SCHEDULE OF FINDINGS AND RESPONSES 

For the Year Ended December 31, 2012 

A. SUMMARY OF AUDIT RESULTS 

1. The auditor's report expresses an unqualified opinion on the financial statements of the West Carroll 
Water District. 

2. One deficiency in internal control related to the audit of the financial statements are reported in the 
Report on Internal Control Over Financial Reporting and on Compliance and Other Matters Based on an 
Audit of Financial Statements Performed in Accordance with Government Auditing Standards. Item 12-1 
is reported as a material weakness. 

3. No instances of noncompliance material to the financial statements of West Carroll Water District, which 
would be required to be reported in accordance with Government Auditing Standards, were disclosed 
during the audit. 

B. FINDINGS — FINANCIAL STATEMENTS AUDIT 

GOVERNMENT AUDITING STANDARDS 

DEFICIENCIES IN INTERNAL CONTROL 

12-1 FAILURE TO PREPARE COMPLETE SET OF FINANCIAL STATEMENTS INCLUDING REQUIRED NOTE 
DISCLOSURES 

CONDITION:  

District financial statements, including the required disclosures, are prepared as part of the annual 
audit. This condition was also cited as a material weakness in the schedule of findings and responses 
for the year ended December 31, 2011 as 11-1. 

CRITERIA:  

Internal controls should be in place to provide management with reasonable, but not absolute, 
assurance that financial statements and required notes are prepared in accordance with generally 
accepted accounting principles. 

CAUSE:  

The draft financial statements and disclosures are prepared during the audit process. 

EFFECT:  

Management engaged the auditor to prepare the draft of the financial statements, including the related 
notes to the financial statements. 

RECOMMENDATION:  

District management should continue to enhance its knowledge of reporting requirements in providing 
oversight of this service. 

RESPONSE:  

The outsourcing of this service is a result of management's cost benefit decision to avoid incurring 
internal resource costs. We concur with the recommendation and will continue to improve our overall 
accounting knowledge in performing our oversight responsibilities. 	We are aware of our 
responsibilities for the financial statements. We have reviewed and accepted the financial statements 
as presented. 
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WEST CARROLL WATER DISTRICT 
SCHEDULE OF FINDINGS AND RESPONSES (Continued) 

For the Year Ended December 31, 2012 

B. FINDINGS — FINANCIAL STATEMENTS AUDIT (CONTINUED) 

GOVERNMENT AUDITING STANDARDS (CONTINUED) 

COMPLIANCE AND OTHER MATTERS 

NONE 

I 
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APPLICATION 

CONTAINS 

LARGE OR OVERSIZED 

MAP(S) 

RECEIVED ON: February 19, 2014 
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